RECORD OF DECISION

TELEPHONE FLAT GEOTHERMAL
DEVELOPMENT PROJECT

ON

FEDERAL LEASES
CA 12370, CA 12371, CA 12372, CA 13803, CA 21933, and CA 2500

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
ALTURASFIELD OFFICE

and

DEPARTMENT OF AGRICULTURE
FOREST SERVICE
MODOC NATIONAL FOREST

MODOC AND SISKIYOU COUNTIES
CALIFORNIA

. INTRODUCTION

This document, prepared by the Bureau of Land Management (BLM) and the Forest Service
(FS), isthe Record of Decision (ROD) for the Telephone Flat Geotherma Development
Project. ThisROD is prepared in accordance with the National Environmenta Policy Act
(NEPA) and Title 40 of the Code of Federa Regulations (CFR), Chapter V, in part.

In 1997, CadEnergy Corporation submitted a Plan of Operation and Specid Use Application for
the development of geotherma resources on and off Federd |eases located within the Glass
Mountain Known Geothermal Resource Area (KGRA). In February 1999, the BLM and the
FS, in cooperation and partnership with Bonneville Power Administration (BPA), and Siskiyou
County Air Pollution Control Didtrict, released the Telephone Flat Geothermal Devel opment
Project Final Environmental Impact Statement/ Final Environmental Impact Report
(FEISIFEIR). The Plan of Operation or Proposed Action consisted of a proposed power plant
gte and wdll field, and an Alternative Transmission Line Route 1 (segments D-1 and A-2) as



shown on Figure ES-9 and ES-11 in the Executive Summary, and on Figure 2.2.10 and Figure
2.2.18in the FEISIFEIR. Two other power plant locations, sites A and B, and a second
transmission route, Alternative Transmisson Line Route 2 (segments D-2 and B-2) were aso
andyzed inthe FEISFEIR. The Preferred Alternative disclosed in the FEISFEIR wasto
approve the Project. A ROD denying the Proposed Action was signed by the BLM and the FS
in May 2000.

In October 2000, the project proponent (CalEnergy) filed law suit againgt the BLM and the FS
inthe U.S. Court of Federd Clamsfor the denid of the Telephone Flat Geothermd
Development Project aleging breach of contract and takings clams. In November 2001,
CaEnergy was acquired by Capine Corporation (Capine). During the course of litigation, a
Nationd Energy Policy was issued that encourages the BLM and FS to reassess domestic
sources of renewable energy. In April 2002, Capine and the United States entered into an
agreement to stay the litigation and to provide the BLM and the FS an opportunity to reassess
their decison denying the Telephone Flat Geothermad Development Project. ThisROD isthe
culmination of that reconsideration process and replaces and supercedes the previous ROD
dated May 31, 2000.

II. DECISION

After careful reconsderation of al perspectives and factors, including consultation with area
tribes, balancing the need for renewable energy with the need to protect visua resources and
traditiona culturd vaues and practices associated within the Medicine Lake Highlands, we have
concluded that the overdl interests of the public would be best served by reversing the earlier
decision, selecting the Proposed Action (proposed power plant site) with the modification of
selecting Alternative Transmission Line Route 2 (segment D-2 and B-2) instead of Alternative
Transmisson Line Route 1. This Proposed Action, as modified, is now the Telephone Hat
Geothermal Development Project, as Amended (the Project). It isour decision to approve the
Project, as amended by thisROD. All mitigation measures identified within the FEISFEIR for
the Project are considered part of this ROD and can be found in the FEISFEIR.

As part of thisdecison, the Project is further amended by incorporating additional Permit
Conditions of Approval (COA) and Agency Commitments which are based on the principles
within the Memorandum of Agreement (MOA) made part of the ROD for the approved
Fourmile Hill Geotherma Deve opment Project located gpproximately 6 miles to the northwest
of this Project and adjacent to the Medicine Lake Highlands. The Fourmile Hill MOA was
developed by the BLM and the FS in consultation with the Klamath Tribes, Pit River Tribe,
Shasta Nation, Shasta Tribe Incorporated, the Modoc Tribe of Oklahoma (collectively, Tribes),
and in discusson with the Native Codlition for Cultural Restoration of Mount Shasta and
Medicine Lake Highlands Defense (Codition), the Advisory Council on Historic Preservation
(ACHP), the Cdlifornia State Historic Preservation Officer (SHPO), Capine and the BPA to
minimize the effects of the Fourmile Hill Geotherma Development Project on higtoric properties
in and adjacent to the Medicine Lake Highlands.
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Through the government-to-government consultation process for the Telephone Hat Geothermal
Development Project, as Amended, the BLM and the FS proposed to the Tribes, the Codlition,
the SHPO and the ACHP to develop aMOA similar to the one developed for the Fourmile Hill
Geothermal Development Project. However, the Tribes were not in agreement to develop a
MOA for this Project. Nevertheless, both the BLM and the FS have determined that many of
the principles of the Fourmile Hill MOA that minimize the effects of geotherma development on
historic properties within the Medicine Lake Highlands are dso pertinent to this Project.
Therefore, those principles were considered in developing the Permit Conditions of Approval
and Agency Commitments (see Section VII. Additionad Mitigation Measures).

IIl. REASONSFOR THE DECISION

In April 2002, the Department of Justice entered into a settlement agreement, whereby the BLM
and the FS agreed to reassess the information and factors associated with the original decision.
We have reviewed the entire record, completed further environmenta analysis and conducted
further consultation with the Tribes and considered other factors (see Section 111. B) prior to
making our decison.

A. Reason for Reversal of the Original Decision

1. Approval of the Plan of Operation Is Consistent with the Modoc National Forest
Land and Resour ce Management Plan (LRMP). The origina decison denying the project
was based partly on afinding that approva of the project would not be consstent with the
LRMP that is the forest-wide standard and guiddine to “protect” and “conserve’ cultura
resources, that standard in effect precluded geotherma development. In fact, the Nationd
Forest Management Act, and the LRMP state that forest plans do not modify existing contracts,
such as the pre-existing geothermal lease. Additiondly, the forest-wide standards and guidelines
must be read in conjunction with al other forest-wide management direction; other standards
and guidelines; and specific management areadirection. For the Medicine Lake Management
Area, the LRMP direction isthat “other management activity should not preclude geothermal
development.” The forest-wide standard and guideline, to “protect” and “conserve’ culturd
resources, was not meant to exclude al forest uses and was intended to be gpplied to tangible
physicd atifacts and Stes that may exist within the footprint of aproject. The nomination of the
Culturd Didtrict postdates the LRMP and the FS has not committed to the exclusion of dl other
forest useswithin the Didtrict. Therefore, other management projects may be permitted within
the Didrict.

The origind ROD denying the project was aso based, in part, on the finding that issuance of a
gpecid use permit in aManaged Late Successiond Area (MLSA) was not consstent with the
LRMP, as amended by the Northern Spotted Owl Amendment. Thisis amisinterpretation of
the Northern Spotted Owl Amendment. The Northern Spotted Owl Amendment does not
preclude issuance of specia use permitsin areas of MLSA.

Page 3 of 19



2. Approval of the Plan of Operations|s Consstent with the FS Policy on
Permitting of Special Uses. The origind ROD denying the project was based, in part, on the
finding that issuance of a specia use permit was not consstent with FS policy. This was based
on amis-reading of the specid use regulation, which sates that the FS must regject proposds that
would not be consistent or compatible with the purpose for which the lands are managed. As
explained above, the management direction in the LRMP, in generd, dlows geotherma
development and, specificdly, the Medicine Lake Management Arealis dedicated to geothermd
development. Therefore, the proposed permit is consistent with the purposes for which the
lands are managed. The origind denid was dso based on an interpretation that atransmisson
line through a roadless area was contrary to the FS Interim Road Prohibition Rule, which has
gnce expired. (It should be noted that Alternative Route 2 does not cross a roadless area.)

3. Approval of the Plan of Operation Is Consstent with the Lease Termsand Conditions.
The origina ROD denying the project was based, in part, on the finding that approva of the project was
not consistent with the lease terms and conditions. Part of the rationale was that because the issuance of
aFS specia use permit was not consistent with FS regulation and policy, the lessee could not meet dl
goplicable laws and regulations. Asdiscussed above, this finding was based on an incorrect
interpretation of FS policy.

Secondly, the finding that approval of the project is not consstent with the terms and conditions of the
lease is based on amis-reading of Section 18 of the standard geotherma lease form. Section 18 of the
geothermal lease form states “ The Lessee shdl immediatdly bring to the atention of the Authorized
Officer any antiquities or other objects of hitoric or scientific interest, including but not limited to historic
or prehigtoric ruins, fossls or artifacts discovered as aresult of operations under this lease, and shall
leave such discoveriesintact. Failure to comply with any terms and condition of preservation of
antiquities may condtitute aviolation of the Antiquities Act (16 U.S.C. 431-433).”

Theintent of this section is clearly to protect tangible physicd artifacts that may exist within the footprint
of aproject. Asin this case, both the Proposed Action and the Project have been surveyed, or will be
surveyed prior to any ground disturbing activity, to determine the presence of such artifacts. The
FEIS/FEIR thoroughly addressed this issue and on page 3.5-8, section 3.5.3.3.1, states “ The Proposed
Action would not affect any recorded cultura resources or paeontologica resources within the study
aea” Sincethe FEISFEIR concludesthat physicd cultura resources will not be impacted within the
study area and the study area includes the Project; the Project is, therefore, consistent with lease terms
and conditions.

4. The Production of Renewable Geothermal Energy Isin the Public Interest and Isin
Concert with Managing for Other Forest Usesand Values. The origind ROD denying the
project found the current and expected traditiond uses and va ues associated with the setting of
the Medicine Lake Caldera area exceeded those va ues obtained by devel oping the geothermal
power a Telephone Hat. While the traditiond vaues and uses associated with the setting of the
Medicine Lake Caldera area have remained the same since the denid of the Proposed Action in
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May 2000, the demand for eectrica energy surrounding this area has continued to change. In
particular, there was an increased focus on devel oping geothermal resources as aresult of our country’s
energy policy and Cdifornia’ s requirement to increase renewable energy supplies at least by 20 percent
by 2017. ThisProject will provide sufficient eectrica energy to supply the needs of gpproximately
50,000 homes. The need for dectricd energy in the West, and particularly Cdifornia, has sgnificantly
changed since May 2000.

While the BLM and the FS acknowledge the impacts from the Telephone Hat Project on traditiona
vaues and uses, many of the impacts can be mitigated by implementing the measures outlined in this
ROD. The most obvious impacts such as visud, noise and generd increased activity within the areaare
temporary in nature. After the drilling and congruction phase, the intermittent activity that would take
place over a 3-year period, the impacts from visua, noise and the overdl generd activity will be
reduced to alarge extent. The Project has aproject life of approximately 45 years, after which the
wellswould be plugged and abandoned, the pipdines, power plant, ancillary facilities, and transmisson
line dismantled and removed, and the disturbed areas reclaimed and re-vegetated. Once reclaimed, it
is anticipated that the Project’s physical impact to surface resources will be negligible. Most of the
identified features important to American Indian traditiona use will not be physcaly impacted by this
operation, but there will be a presence of energy development within the Medicine Lake Caderathat is
not there today. The Medicine Lake Caderais the remnant of a collgpsed volcano about 6 miles long
and 4 miles wide and about 2,500 feet above the surrounding Medicine Lake Highlands, avolcanic
terrain severd hundred square milesin area. The total acreage disturbed is afraction of 1 percent of the
Medicine Lake Highlands, and the genera project area encompassing well sites, power plant and the
transmisson line isless than 3 percent of the Medicine Lake Highlands.

Although the FEIS/IFEIR identifies the proposed power plant location and Alternative Transmisson
Line Route 1 asthe agency’s preferred aternative, consultation with the Tribes, as aresult of the
reconsideration process, reveded that the viewshed from Red Shae Butte on the east Sde of the
Medicine Lake looking westward towards Medicine Lake and Mt. Shasta, was very important to ther
goiritud use of the area. Recent vidts to Red Shale Buitte by the Tribes and the ACHP have confirmed
that if congtructed the power plant and Alternative Transmission Line Route 1 (segments D-1 and A-2)
would be seen from Red Shale Butte. Mitigation of the visua effect of the transmission line (Route 1)
has been determined to be more difficult than mitigating the visud effects of the power plant, and the
sdection of Route 2 will diminate thisimpact to the viewshed looking westward from Red Shale Buitte.
Route 2 would aso avoid the impacts that Route 1would have on the Mt. Hoffman Released Roadless
Area (MHRRA) and visud impactsin the area of the Glass Mountain glass flow.

To accommodate the concerns expressed by Tribes, the ACHP, and members of the public, the
BLM and the FS are sdlecting Alternative Transmission Line Route 2, which will reduce, but not
eliminate, the visud impact of the Project on the Red Shale Butte viewshed. The viewshed of

Red Shale Butte was not considered as a Key Observation Point (KOP) in the FEIS/FEIR process
gncethe areais closed to vehicle traffic and can only be accessed by foot, or by vehicle during
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officid tours by the FS. In the case of the MHRRA and the Glass Mountain glass flow however,
Alternative Tranamission Line Route 2 will not cross these two areas and so it will diminate the impacts
of the 230-kV transmisson line on spiritud use. Impacts associated with Alternative Transmisson Line
Route 2 were thoroughly andyzed inthe FEISFEIR. While this route will impact the MLSA on the
south and southeast Sde of Red Shale Butte and Lyons Pegk, these impacts can be mitigated by
adopting the management recommendations of the Amended Biologica Assessment, whereas the visud
impacts of Alternative Transmisson Line Route 1 within the viewshed of Red Shale Buitte could not be
mitigated. The power plant will remain in the same location, dternative Site A, as addressed in the
FEISIFEIR.

To reduce the impacts on traditiond vaues and uses, the BLM and the FS have agreed to approve the
proposed power plant Ste coupled with Alternative Transmisson Line Route 2, ingtead of Alternative
Transmisson Line Route 1. This dterndive, the same as “the Project,” will reduce the impact of the
tranamission line on the viewshed looking westward from Red Shde Butte, and eliminate the impacts on
the MHRRA and the Glass Mountain glass flow. Theseimpacts were identified in the FEISFEIR.
There has been considerable ddliberation on this particular aspect of the Project in order to balance the
public’ sinterest in renewable energy and weigh the needs of the Tribes and other affected groups. For
the reasons discussed above, we conclude that the socia and environmental benefits achieved from the
Project’ s production of renewable electrica energy are areasonable trade-off to the temporary
impacts associated with the Project.

B. Other Factors

1. Renewable Energy Needs. There has been an increased emphasis on exploring and
producing geothermal energy to help supply our energy needs. Geotherma energy is a good source of
clean, religble energy which can hdlp to diversfy the Nation’s domestic energy portfolio and provides
an excdlent opportunity to reduce our dependency on fossl fuels.

In the late 1990s, market conditions provided alimited opportunity to sell geotherma power. 1n 2001,
the Department of Energy’s Energy Information Administration predicted that over the next 20 years, if
conditions remain congtant, US energy consumption will increasingly outpace US energy production.
Renewable energy resources can play an important part in an overal energy plan to ensure energy
Sability.

In May 2001, aNationa Energy Policy was adopted which directed federa agenciesto develop
drategies to plan for the country’ s future energy needs by developing our energy resourcesin a
sound environmental manner. Thislong-term comprehensive strategy focuses on increasing
consarvation, modernizing and expanding energy infrastructures, ensuring environmenta
protection, and strengthening our nationa energy security.  Renewable energy development was
specificaly highlighted as an important integra part of the policy. It was recommended that
agencies look at opportunities to enhance production of renewable energy resources such as
geothermd energy on federd lands. Asdirected by this policy, the Secretaries of the Interior and
Energy are dso working with Congress to legidate the use of |ease revenues to fund research into
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renewable energy resources, including geotherma energy resources. The National Energy Policy or its
direction was not in place at the time the FEIS/FEIR for the Telephone Hat Geotherma Development
Project was issued in February 1999.

Recently, Governor Grey Davis Signed into law a Renewable Energy Portfolio that will require the three
magor utilitiesin Cdiforniato have at least 20 percent of their energy sources derived from renewable
energy resources, including geotherma, by 2017. With current renewable energy sources supplying
between 8-10 percent of Cdifornia s energy needs, the demand for such resources will continue to
increase. Thisincrease in demand, coupled with an increasing public awareness of the potential for
carbon dioxide to affect our atmosphere, continues to place demand on the use of geotherma energy
sourcesin Cdifornia, the West, and throughout the world.

2. Alternative Transmission Line Route 2 Avoids Cultural District and Minimizes
Impact to Medicine Lake Area. To avoid impacting the Medicine Lake Area Traditiond Cultura
Paces Didrict and the Medicine Lake Area, Transmisson Line Route 2 isbeing sdlected. Although
longer and more expensive for the project proponent, Route 2 leaves the area directly to the east and
thus avoids the Cultural Didrict and the Medicine Lake area.

Alternative Transmisson Line Route 2 does impact gpproximately 130 acres of suitable habitat for
Northern Spotted Owl roogting/foraging habitat within the MLSA on the south and southeast dope of
Lyons Peak to the east of the Medicine Lake Caldera. There are 23,615 acres of suitable
roosting/foraging habitat on the Modoc National Forest. The Northern Spotted Owl Plan Amendment
requires that the impacts to the MLSA be neutra or beneficia for the Northern Spotted Owl. For the
acres of MLSA affected by the proposed transmission line, offset replacement acreage has been
identified within the planning areathat will be managed as late successiond reserve. Therefore, this
route is consistent with current FS policy regarding the approva of activitieswithin MLSA. By
adopting the management recommendations of the Amended Biologica Assessment, the sdlection of
Alternate Transmission Line Route 2 is consstent with the Modoc National Forest LRMP, as amended
by the Northern Spotted Owl Plan Amendment. In addition, Calpine and any successor-in-interest
must comply with any terms and conditions and any other requirements resulting from Section 7
Consultation of the Endangered Species Act.

3. NEPA Sufficiency. In November 2002, areport (Update Assessment for the Telephone
Flat Geothermal Development Project Final Environmental Impact Satement/Environmental
Impact Report) was prepared documenting areview of the FEIS'FEIR. This report concludes no
sgnificant new circumstance or information relevant to environmental concerns and bearing on
the Proposed Action (proposed power plant Site and Alternative Transmission Line Route 1) has
occurred since the FEISIFEIR was released in February 1999. The analysis of the current
conditions determined that Alternative Transmission Line Route 2, as andyzed in the FEISFEIR,
istechnicdly and financidly feasible, and the impacts of this tranamisson route on American
Indian culturd values are less than the impacts of Alternative Transmisson Line Route 1. The
“Update Assessment” aso identified no new significant environmenta impacts potentialy
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resulting from the Proposed Action, or the Project (proposed power plant Site and Alternative
Trangmisson Line Route 2), no new mitigation measures proposed to be implemented, nor did it find a
subgtantia increase in the severity of any environmental impact that would now result from the Project.

4. Tribal Consultation. The BLM and the FS acknowledge the importance of the Medicine
Lake Highlands, particularly within the cadera, to triba governments, communities and individua
traditiona practitioners. Both the BLM Director and the FS Chief met with the Chairman of the
Klamath Tribes and the Chairman of the Pit River Tribe. The agencies dso took into consideration the
opinions of the SHPO and the ACHP, both of whom opposed the Project. However, both the BLM
and the FS bdlieve that the utilization of renewable energy resources, such as geothermd, isin the
public interest for the United States, and can be used while not eiminating American Indian traditional
vaues and uses of the area. Based upon the recent discussion by the BLM Director and the FS Chief
with the Klamath Tribes and the it River Tribe, the agencies decided to use Alternative Transmisson
Line Route 2 to reduce the impacts of this transmisson route on American Indian traditiond vaues and
USesS.

5. Leasehold Interests. Inaddition to the key rationde identified in the above items 1-4, the
BLM and the FS decision is based upon the combination of severa other factors, including the lease
right previoudy granted to the Federa leaseholder to explore for, and utilize the geothermal resource
located within the boundaries of the lease, and the leaseholder’ s compliance with dl terms and
conditions set forth in those leases.

Part of the rationale to deny the Proposed Action in the original ROD dated May 2000 was based
upon the determination made by the BLM that the leaseholder had not complied with applicable laws
and regulations to obtain necessary permits, including the FS Speciad Use regulations, and the Interim
Road Prohibition Rule (thisrule has since expired). At that time it was determined that issuance of a
gpecid use permit was not congstent with FS policy. That determination was based on an incorrect
interpretation of the specid use regulations, and therefore Cal pine and any successor-in-interest should
be able to acquire the necessary FS permitsfor the Project.

C. Record of Decision

ThisROD isajoint BLM and FS document. However, each agency is making decisons that pertain to
separate activities identified in the Plan of Operation for the Project.

1. Bureau of Land Management. For the BLM , the decison pertainsto dl activities within
the lease boundaries which include:

a. condruction, operation, and maintenance of the well fields, including both production and
injection wels,

b. congruction, operation and maintenance of the pipdines, and
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c. congruction, operation and maintenance of the power plant.

These activities will be authorized by the issuance of a Geotherma Drilling Permit and Sundry
Notice, a Facility Congtruction Permit, a Commercid Use Permit, and a Geotherma Site License.

2. Forest Service. With regard to the FS s decision, it include:

a. permitting construction, operation and maintenance of a 230-kV overhead transmission

line

b. issuance of aroad use permit for access to the power plant;

C. permitting temporary water well use and water line placement and maintenance; and

d. issuance of aForest Order that prohibits firearm discharge within the vicinity of the
Telephone Flat power plant.

V. GOVERNMENT CONSULTATION AND PUBLIC INVOLVEMENT

On April 4, 2002, Capine and the United States entered into a Settlement Agreement in the U.S.
Court of Federd Claims providing the BLM and the FS the opportunity to reconsider the May 31,
2000 denia of the Telephone Flat Proposed Action. As part of the process of the reconsideration, it
was necessary to re-initiate consultation under Section 106 of the National Historic Preservation Act,
with the Tribes and others to discuss the Proposed Action and explore the possibilities of mitigation
measures which could reduce, or possibly eliminate, impacts of the Proposed Action, if approved, on
the American Indian traditiona values and uses in the Medicine Lake Highlands. In addition, the public
was asked to participate and comment at severa points during the reconsideration process. A list of
the various tribal, agency, and public contacts that were made as part of this reconsderation processis
contained in the Table below:

Date Contacts Type of Contact

April 5, 2002 Pit River, Klamath Tribes, Telephone cals made by BLM to advise
Shasta Nation, Shasta of the Settlement
Consolidated, Native Agreement/Recong deration of Telephone
Cadition, SHPO, ACHP Hat Project. Sent fax of Settlement

Agreament

April 11, 2002 Pit River, Klamath Tribes, BLM sends letter addressing
Shasta Nation, Shasta reconsideration process and requests
Consolidated, SHPO, comments/meeting within 30 days
ACHP
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Date Contacts Type of Contact
May 29, 2002 Pit River, Klamath Tribes, Telephone cal made to follow-up on
Shasta Nation letter of April 11, 2002
May 31, 2002 BLM-Alturas Field Office L etter sent to interested parties requesting
comments on changes which have
occurred since FEIS/FEIS was released
in February 1999 — 30 day review
period.
July 13, 2002 Shasta Nation Consultation meeting with BLM and FS
in Macdodl, CA
July 15, 2002 Klamath Tribes, At River BLM/FS leads tour of Telephone Flat
Tribe, ACHP area
July 16, 2002 At River Tribe Conaultation meeting with BLM and FSin
Burney, CA
August 8, 2002 Klamath Tribes Consultation meeting with BLM and FSin
Chiloquin, OR
August 16, 2002 BLM BLM send letter to ACHP advising of

determination to terminate consultation on
Telephone Flat Reconsideration Project
effort.

August 22, 2002

Pit River, Klamath Tribes

FS leads tour of Medicine Lake
Highlands for input on HPMP

September 16, 2002

ACHP, Pt River, Klamath,
SHPO

BLM leads tour for ACHP of Telephone
Hat and Fourmile Hill aress.

September 16, 2002 Public Mesting ACHP Public Meeting on the
reconsideration of Telephone Hat Project
a Mt. Shasta, CA

September 27, 2002 ACHP ACHP responds to Secretaries of

Agriculture and the Interior on the findings
and recommendetions for the Telephone
Flat Reconsideration Project.

October 15, 2002

BLM-Director, FS Chief,
Klamath Tribes, and Pit
River Tribes

Consultation meeting on Telephone Het in
Denver, CO
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Both the BLM and the FS redlize the importance of American Indian traditiond vaues and usesin the
Medicine Lake Highlands, and made sgnificant efforts to engage the Tribes and to fully understand their
concerns. Dueto thisimportance, the BLM Director and the FS Chief met directly with the Chairman
of the Klamath Tribes and the Chairman of the Pit River Tribe, to listen to their concerns and issues
associated with the Telephone Flat Proposed Action. In addition, the September 27, 2002 |etter from
the ACHP responding to BLM’ s decision to terminate consultation and findings/recommendations from
the ACHP s public tour and hearing on the reconsideration process were carefully considered. Asa
result, and after consideration of competing demands, the agencies determined that the Project
(proposed power plant Ste, coupled with Alternative Transmission Line Route 2) would further reduce,
but not diminate, some of the impacts to American Indian traditiona vaues and uses.

In terms of public outreach, BLM sent aletter on May 31, 2002, to gpproximately 125 individuas and
groups, addressing the April 4, 2002, Settlement Agreement alowing the BLM and the FS the
opportunity to reconsider the denia of the Telephone FHlat Proposed Action. The letter specificdly
requested comments addressing any changes that may have occurred since the 1999 FEIS/FEIR was
released in February 1999. During the 30-day public comment period identified in the letter (May 31
to June 30, 2002), atotal of 24 letters, postcards, and e-mails were received by BLM. Of the 24
documents or e-mails received, 19 stated that they supported the May 2000 denia of the Telephone
Flat Geotherma Development Project and that nothing had changed since the date of that decision.
One letter addressed concerns over impacts to recreation, groundwater, cultural resources, noise,
visua quality, and the cumulative impacts associated with the development of up to 600 megawatts of
geothermal powered dectricity in the Medicine Lake area. Two letters also addressed concern over
the financia stability of Capine due to the decreasing value of the company’ s stock and bond rating.
The remaining two |etters voiced support for the Project and yet agreed with the 19 letters stating that
nothing had changed since the release of the 1999 FEISFEIR or the May 31, 2000, decision denying
the Telephone Flat Proposed Action.

V. ALTERNATIVES CONSIDERED

In response to public issues, the FEISFEIR documents the effects of three dternative power plant
locations and two transmission line routes from each power plant location. Figures 2.2.10, 2.3.1 and
2.3.3 inthe FEISFEIR display the generd location of the power plant and associated well
fieldireinjection fields. In regards to transmisson line aterndtives, there are two major routes analyzed.
These are displayed in Figure 2.4.1 of the FEIS/FEIR with the sudy areafor each dternative being a
1000-foot wide corridor. The aternatives respond to avoiding the visua and noise impactsto the
Medicine Lake areaand entry into the MHRRA.

A. Proposed Action, as Amended (Selected Alter native and Power Plant)

The Telephone Flat Proposed Action islocated in Siskiyou County on federal lands that are managed
by the Modoc Nationa Forest. The subject federal geotherma leases are within the
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Glass Mountain KGRA, which is managed by the Alturas Field Office of the BLM. The Proposed
Action isto construct and operate a 48-megawatt geotherma power plant located approximately 2
miles east of Medicine Lake and within the Medicine Lake Cadera Associated congruction would
involve 18 well pads, pipdines, an overhead transmission line and access roads. The Proposed Action
is defined in three phases: congiruction, operation and decommissioning. The congtruction phase will
occur over a 3-year period. The power plant is anticipated to operate for 45 years and would generate
up to 48 megawatts of eectricity hourly. At the end of the 45-year operation phase, the
decommissioning phase would commence.

B. Transmisson Line

Calpine proposes to congtruct and operate a 230-kV overhead transmission line that would extend
from the Telephone Hat geotherma power plant and connect to the agency sdlected transmission line
route for the approved Fourmile Hill Geotherma Project. The FEIS/FEIR incorporated by reference
the andlyss of that portion of the Fourmile Hill transmission line route that would beidentica for this
Project. The tranamission line would be awood pole H-frame congtruction and extend for
approximately 12 miles on National Forest System lands, if approved via Alternative Tranamisson Line
Route 2 segments D-2 and B-2. The line would extend in an easterly direction from the power plant
location and run south of Red Shale Buite and Lyons Pesk before heading in anortheasterly direction
for several miles, and then easterly for several more miles until the line reaches the COTP 500-kV
transmission line corridor. Once in the corridor, the line parallels the 500-kV line in a northessterly
direction until it intersects the 230-kV line coming from the Fourmile Hill geotherma project. The
Telephone Hat transmission line would then connect with the approved Fourmile Hill route and continue
in ageneraly eastward direction until it connects to the BPA Mdin-Warner 230-kV line.

Capine aso proposes to place an above ground temporary water line from the existing ground water
well in the Arnica Sink areato the Project site. The Proposed Action, as modified by the inclusion of
the Alternative Tranamission Line Route 2 instead of Route 1, includes the need for year-round access
to the Project gite for construction and operation of the geothermd facilities.

C. Alternative Power Plant Locations

Two power plant aternatives are andlyzed in the FEISFEIR. One Ste (Alternative Power Plant Site
A) islocated approximately ¥2mile east of the Proposed Action (proposed power plant site) and the
other ste (Power plant Alternative B) is located %2 mile east of the Proposed Action Site. These
dternatives were not selected since the movement of the power plant away from the productive center
of the geothermal reservoir anticipated to be near well #87-13 increases the requirement for additiona
production wells, and therefore, additiond surface disturbance in order to compensate for the energy
loss caused by the greater distance between the production well field and the power plant.
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D. Alternative Transmisson Line

The Alternative Transmission Line Route 1 would extend in a northerly direction from the power plant
location and go east of Mt. Hoffman and bisect the MHRRA. 1t would then connect with the approved
Fourmile Hill 230-kV transmission route and continue in a generaly eastward direction until it connects
to the BPA Mdin-Warner 230 kV line. This route was not selected since it would impact the viewshed
of Red Shde Butte looking westward towards Mt. Shasta, create greater impacts to American Indian
traditiona vaues and uses, and physicaly impact both the MHRRA and the Glass Mountain flow.

E. No Action Alternative

The No Action Alternative would not approve the Project. The No Action Alternative isthe
environmentally preferred dternative because it would cregte no additional environmental impacts. The
No Action dternative would aso preclude the ability for the potentid geotherma energy within thisarea
to help address our country’s current energy needs and contribute to a clean, diverse portfolio of
energy SOUrces.

VI. ALTERNATIVESNOT CONSIDERED IN DETAIL

A. Alternativesthat were Considered but Eliminated from Detailed Study
1. Additiond Alternative Power Plant Locations
2. Additiond Alterntive Transmisson Line Routes
3. Buried Electrica Transmisson Line

B. Rationalefor Dismissing the Alternatives

1. Additional Alternative Power Plant L ocations. Concern was expressed about the
proximity of the power plant to the seasonaly occupied resdential and developed recrestiond
facilities near Medicine Lake. Two dternative power plant Stes are andyzed in the FEISFEIR.
Additiona plant locations that were located further from Medicine Lake were determined to be
uneconomical, not technically feasible and equivaent to the No Action Alternative. Unlike oil and
gas development, geothermal power development must be done near the well location. Asthe
geotherma resource is trangported via pipeline awvay from the wellhead, the efficiency of the
operation decreases and the need for additional wellsincreases, thereby resulting in additiona
environmenta impacts.

2. Additional Alternative Transmission Line Routes. The primary objective of the
transmission line is to connect the power generation capability of the proposed power plant to the
BPA transmission line sysem. The nearest BPA connection is located east of the project
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area a the Mdin-Warner 230-kV transmission line. The routesthat are analyzed in detail in the
FEIS/FEIR are those that minimize the length of congtruction and reduce the impacts associated with
congiruction, operation and maintenance of the line. Routesin awestward, southerly or northerly
direction from the power plant were not considered in detall because the routes would require
ggnificantly more surface disturbance, would impact more environmentaly sengtive areas, and would
be more costly and not reduce the overal impacts associated with the transmission line.

3. Buried Electrical Transmission Line. Although technicaly feasble, buried tranamisson
lines are extremdy cogtly. The cost can be as much as 8 to 12 times that of an overhead
tranamission line. The significantly higher cost for congtruction was the primary reason for not
andyzing this dternaive. Cdpine has dated that the requirement to bury the transmission line
would financidly burden the Project to such a degree that the Project would be uneconomica and
Calpine would not pursue development of the Project.

VII. ENVIRONMENTALLY SUPERIOR ALTERNATIVE (CALIFORNIA’S
ENVIRONMENTAL QUALITY ACT)

Cdifornia s Environmenta Quality Act (CEQA) datesthat if the “No Project Alterative’ (No Action
Alternative) isthe “Environmentally Superior Alternative,” then the Environmental Impact Report must
aso identify from the other Alternatives an Environmentaly Superior Alternative (CEQA Guiddines
Section 15126(d)(4)). Similarly, NEPA regulations require that when preparing an Environmental
Impact Statement in the ROD mugt identify an Environmentally Preferable Alternative.

Based on the analysis provided in the FEIS/FEIR, the No Action Alternative could be considered the
Environmentally Superior Alternative (under NEPA thisis the environmentally preferred dterndtive)
because it would create no additiond environmenta impacts. However, it would also preclude the
ability for the potentia geotherma energy within this area to help address our country’s current energy
needs and partiadly Cdifornia’ s demand for additiona renewable energy. To comply with CEQA
requirements, a new Environmentally Superior Alternative would need to be selected from among the
other dternatives.

Asidentified in the 1999 FEISFEIR, the dternative that would cause the least damage to the
biological and physical environment, and that would best protect, conserve and preserve, historic,
culturd and other natural resources, while meeting both the objectives of, and the purpose and
need for the Project, would be the Proposed Action, as modified (proposed power plant Site and
Alternative Trangmission Line Route 2). Based upon the andlysis contained in the FEIS/IFEIR,

and the additiond factors consdered during the reconsideration process, it was determined that

the proposed Project with Alternative Tranamission Line Route 2 is more environmentaly
preferable and would best serve the public’ sinterest and result in the fewest environmenta impacts.
Therefore, in compliance with both CEQA and NEPA, the Project, as modified
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(Alternative Transmission Line Route 2) is now consdered the Environmentally Superior Alternative, as
well asthe Environmentdly Preferred Alternative.

VIII. ADDITIONAL MITIGATION MEASURES
A. Permit Conditions of Approval

The COA will be enforced by requiring appropriate adjustments to each permit proposd, prior to
agency approval.

1. To the maximum extent practicable, noise will be controlled through the use of mufflers,
baffles, and other noise-deadening devices, through careful control of pipe and machinery
handling, and other means developed in consultation with Calpine, the Tribes, and the Codition, to
minimize noise a locations where naturd quiet isimportant to cultura use of the area by the
Tribes.

2. Cdpineor any successor-in-interest shall obtain the services of a professiond landscape
architect to minimize visua impact of the areaincluding the power ste.  In consultation with a
professiona |andscape architect, to the maximum extent practicable, visua impacts will be reduced
through the use of light shrouds, non-specular and appropriately colored facilities and congtruction
materias, cooling tower design to facilitate steam-plume dissipation, and other means developed in
consultation with Calpine, the Tribes, and the Codition.

3. Cdpine shdl provide the Tribes free and unrestricted access to the Project ares, to the extent
permitted by safety considerations, resource protection needs, project and public land security
needs, and other limitations, consistent with applicable laws and regulations, before, during, and
after the life of the Project. Any specific limitations restricting triba access must be submitted by
Cdpineto the BLM and the FSfor approvad.

4. Cdpine shdl comply with the specific mitigation measures listed under the “* PROPOSED
ACTION” columnin Table ES.6 of the FEIS/FEIR prepared for the Telephone Flat Geothermal
Development Project.

5. Cdpineshdl comply with the specific mitigation measures listed under the “TELEPHONE
FLAT PROJECT ROUTE (LINE SEGMENTS D2 + B2)” column in Table ES.7 of the
FEISFEIR prepared for the Telephone Flat Geotherma Development Project.

6. Cdpine shdl comply with the pecific mitigation measures listed under the “ Summary
Lig of the Identified Significant Cumulative Environmenta Impacts of the Telephone Hat
and Fourmile Hill Geothermd Development Projects’ column in Table ES.8 of the
FEIS/IFEIR prepared for the Telephone Flat Geotherma Development Project.
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B. Agency Commitments

As gpproving agencies, the BLM and the FS shdl ensure that the possible impacts from the
Project on historic properties and other resources are minimized through enforcement of laws,
regulations, lease terms, and permit COA, as summarized in the following:

1. Auditory Effects. In consultation with the Tribes, the Codlition, and Cdpine, the BLM and
the FS shdl document locations where natura quiet isimportant to traditiona use of the area by
the Tribes. The BLM and the FS will ensure that noise associated with the approved Project
activitiesis monitored at these locations prior to and during Project activities. Noisewill be
minimized a these locations to the maximum practical extent through the use of best avalable
technology.

2. Visual Effects. In conaultation with the Tribes, the Codition, and Capine, the BLM and
the FS shd| identify Ste-gpecific locations where the Sght of Project activities (e.g., drilling and
flow testing), power plant congtruction and operation (e.g., night lighting and steam plumes),
ancillary facilities congtruction and operation (e.g., pipdines and transmisson lines) may impact the
culturd use of the area by the Tribes. The BLM and the FS will ensure that Project activities, and
Sructures are not visible from such stes, or, if lack of vighility cannot be achieved, that vighility is
minimized during the operation of the activity or activities through the use of the best available
technology.

3. AccessLimitations. Inaccordance with Executive Order No. 13007, the BLM and the FS
shdl ensure that the Tribes are afforded free and unrestricted access to public landsin the
Highlands, including the Project area, to the extent permitted by safety considerations, resource
protection needs, project and public land security needs, and other limitations, consistent with
gpplicable laws and regulations, before, during, and after the life of the Project.

4. Archaeological Site Effects. In consultation with the SHPO, the Tribes, the Codlition,
and Calpine, the BLM and the FS shdl, prior to initiation of any ground-disturbing activities,
complete any remaining survey work, to ensure that any archaeological Stes subject to direct
effects (e.g., wel drilling or congtruction) and potentidly indirect effects (e.g., artifact
collecting or vandalism) resulting from the Project are identified, and that the Stes receive
the proper protection or mitigation, as provided under the laws. Protection isthe preferred
objective and may be achieved through such means as Project design, relocation of Project
fadilities, and site burid. Mitigation may include data recovery in a manner consistent with
contemporary archaeologica practices, baanced with the interests of the Tribes. Should
there be disagreement among the Tribes as to whether and/or how to conduct data recovery,
or otherwise avoid or minimize effects to a Ste, the BLM and the FS will afford the Tribesa
reasonable opportunity to resolve the disagreement, and, in consultation with the SHPO,
implement a decision which incorporates the collective recommendations of the Tribes.
When data recovery is the sdected mitigation, the BLM and the FS will gpprove the design

Page 16 of 19



and implementation of the data recovery, to the maximum extent practicable in amanner consstent
with the Council's Recommended Approach for Consultation on Recovery of Sgnificant
Information from Archaeological Stes (64 FR 27085-27087, May 18, 1999). Recovered
material and data shall be managed in accordance with 36 CFR 79, except for any American
Indian culturd items repatriated to Tribes pursuant to the Native American Graves Protection and
Repatriation Act (NAGPRA). In consultation with the Tribes, the BLM and the FS will ensure
that a Plan of Action is developed and implemented in accordance with 43 CFR Part 10 for the
management of NAGPRA items.

5. Air and Water Quality. The BLM and the FS, together with the Siskiyou County Air
Pollution Control Didrict and the Cdifornia Regiona Water Quality Control Board, shdl ensure
that the quality of the air and water in the Medicine Lake Highlands is protected through the use of
appropriate pollution control devices and messures.

6. Plantsand Wildlife. The BLM and the FS shall gpprove operationsin order to minimize
impacts on native plants and wildlife, and re-vegetate disturbed lands to meet the management
objectives of the Amended Biological Assessment, and of the Modoc Nationa Forest Land and
Resource Management Plan.

7. Contingency Plans. The BLM and the FS shall ensure that Capine and any successor-in-
interest develops and annually updates Contingency Plans to control unanticipated Project impacts
on the natura and culturd environment resulting from such hazards as well pad sump and pipdine
leakages, wdll blowouts, and fire.

8. Decommissioning and Reclamation. The BLM and the FS shdll, after consultation with
the Tribes and the Codition, ensure that upon decommissioning of the Project, or upon
abandonment of the Project after well testing, if such testing revedls no usable resource, al lands
impacted by the Project’ s operations are restored to meet the management objectives of the
Amended Biological Assessment and the Modoc Nationa Forest Land and Resource
Management Plan.

9. Project Monitoring. The BLM and FS shdl implement a monitoring program to ensure that
Cdpine and any successor-in-interest complies with gpplicable laws, requirements, lease terms,
permit Conditions of Approvd, and other mitigating measures, and will afford the Tribes, the
Cadlition, and SHPO the opportunity to participate in such monitoring. Included in this monitoring
program shal be the establishment of afederd oversght group to review monitoring data and the
compliance of Capine and any successor-in-interest with various impact thresholds established in
the FEIS/FEIR.

10. Reclamation Bonding. The BLM and FS shal require Capine or any successor-in-interest
to post financid assurance in an amount sufficient to cover al costs of site

reclamation, including but not limited to well plugging and abandonment, power plant and
transmission line removd, and Site reclamation. The surety instrument shal be specific to
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the Project and shal bein addition to the BLM lease and Site license bond requirements under 43
CFR 3214.13. The BLM will require that the surety instrument be posted subject to partia or
complete forfeiture if the conditions of gpproval and permit terms are not completed within time
periods specified by the BLM, provided that the BLM may agree to an extension of any such time
periods, in consultation with the Tribes and the FS. In the event forfeiture isimminent, BLM shall
notify Capine or its successor-in-interest that the surety instrument is subject to forfeiture, and
shdl alow Cdpine or its successor 30 days to respond before taking action to execute forfeiture.
The BLM shdl release the surety ingrument, in whole or in part, as specific provisons are
completed to the satisfaction of the gpproving agency or agencies, in consultation with the Tribes.

11. Phasing. In consultation with the SHPO, the Tribes, the Codlition, and Capine or any
successor-in-interest, the BLM and the FS may implement these commitmentsin phases
throughout the Project’ s devel opment.

IX. ADMINISTRATIVE REVIEW OR APPEAL OPPORTUNITIES

Thisdecison issgned by the U.S. Department of the Interior, Assstant Secretary for Land and
Minerds Management, and the U.S. Department of Agriculture, Chief of the Forest Service.

As such, this gpprova of the Telephone Flat Geotherma Development Project condtitutes the fina
adminigrative action for the U.S. Department of the Interior.

Pursuant to the terms of the Settlement Agreement, the Department of Agriculture' s portion of the
decision (see Section I1. C.) is subject to appeal in accordance with the regulations a 36 CFR 215.
No part of the Department of the Interior’s decision is appedable under 36 CFR 215. An appeal may
be filed by those who have commented on or otherwise expressed interest in this specific project
before the close of the comment period. To apped this decison, awritten gpped must be postmarked
or received within 45 cdendar days after the date of notice of this decison in The Modoc Country
Record newspaper (Alturas, California). However, when the 45-day apped filing period would end on
a Saturday, Sunday or federd haoliday, the filing timeis extended to the end of the next federa working
day. The apped must be sent by mail to: USDA Naturd Resources and Environment, ATTN: Mark
Rey —Under Secretary, 1400 |ndependence Avenue, SW, Room 217E, Whitten Building,
Washington, DC 20250-0108. Contents of an appeal must meet the requirements at 36 CFR 215.14.

If no apped isfiled, this decison may be implemented on, but not before 5 business days from
the close of the gpped filing period. If an apped isfiled, this decison may not be implemented
for 15 cdendar days following the date of apped disposition. In the event of multiple gppeds on
this decision, the date of the last gpped digposition controls the implementation date.
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X. SUMMARY STATEMENT /SIGNATURES /DATE

As the responsible official for authorizing the U.S. Department of the Interior’s proposed actions, I
have determined that permitting the power plant construction and development of the geothermal
resources are in the public interest, and | hereby authorize Permits and Licenses to be issued, after
completing any remaining on-the-ground, site-specific cultura! surveys of proposed ground-
disturbing actions, and applying the mitigation that is identified in this document.

Assistant Secretary — Land and Minerals Management
Department of the Interior

@mw,\u- L alpan, H/éﬁa/oé\

As the responsible official for authorizing the Department of Agriculture’s proposed actions, 1
have determined that permitting a transmission line, road use permit and temporary use of a water
well and water line is in the public interest, and I hereby authorize the appropriate permits to be
issued after completing any remaining on-the-ground, site-specific cultural surveys of proposed
ground-disturbing actions, and applying the mitigation that is identified in this document.

Ll N gy )2l

Chief, Forest Service Date
Department of Agriculture
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